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The Westinghouse Electric Annuity Plan 


By W. A. Dick, Supervisor of Extension Courses, 
Westinghouse Electric & Manufacturing Company 


: provide its 50,000 employees, on their retirement at the age of sixty- 

five years and over, with substantial income for the remainder of their lives 
is the purpose of the Annuity Plan, recently put into operation by the Westing- 
house Electric & Manufacturing Company. This has been worked out on @ 
scientific basis, and is the result of efforts to develop a plan that would be 
liberal to the employees, fair to the Company, and dependable under all cir- 
cumstances. 

This new plan replaces another plan which has been in force for a number 
of years, and which was patterned after a type in quite general use by various 
industries. The older plan, adopted in 1914, limited the maximum pension to 
$100 per month, was not established on a reserve basis, was carried directly 
by the Company, and there was no provision whereby the employees could in- 
crease their retirement income by their own contributions. 

While this plan has served a useful purpose, it was not satisfactory either 
to employees or Company. The new plan does not limit the maximum an- 
nuity. The Company provides annuities for all employees in varying amounts 
by regularly setting aside under a trusteeship certain sums actuarily deter- 
mined to be sufficient to pay annuities to all retired employees. The em- 
ployees are enabled to purchase additional annuity for themselves in an insur- 
ance company at group rates. 

Annuities are measured in what are called Service Annuity units, each 
unit of retirement income, whether given by the Company or purchased by 
the employee, yields $1 per month, beginning at normal retirement age and 
continuing for life. For instance, if an employee on retirement is possessed 
of 100 units, he will receive $100 per month as long as he lives, or an equiv- 
alent will be paid under certain other arrangements which are optional. 

In the transition from the old system to the new, units are allotted up 
to the time the new plan went into force, on a classification based on the aver- 
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age wages for the previous ten years multiplied by the number of years of 
service up to that time. There are certain rules for deciding the annuity years, 
starting with the month in which employment began. With the beginning of 
the new system a certain number of units will be issued to each employee at the 
expiration of each year of service on the basis of the following salary clas- 
sification : 




















P Number of Number of 
Salary Company Salary Company 
Class | Yearly Wages Annuity Class Yearly Wages Annuity 
Units Units 
A | $1,500 and under 1 | F $3,901-4,500 3% 
1,501-2,100 1% G 4,501-5,100 4 
¢ 2,101-2,700 2 H 5,101-6,300 4, 
D | 2,701-3,300 2% I | 6,301-7,500 5 
E 3,301-3,900 3 J 7,501-over 6 








Each employee can secure additional units from an insurance company 
in any amount, at any time before his retirement age. The usual way for 
obtaining these units is by monthly deductions from wages, but they can be 
purchased outright by cash. 

The employee can also secure additional units which are offered by the 
Company on the following basis: 

Every employee who buys in any annuity year after the effective date of 
this plan, employee annuity units to a number not less than the scheduled 
number of company annuity units that the Company provides for him for 
said year will receive, as a bonus from the Trustees, one-fourth of a com- 
pany annuity unit for each company annuity unit the Company provides for 
him for said year, excluding the bonus units and reckoning only future service. 

The total annuity that an employee can receive is, therefore, based on what 
(i) the Company provides for him, (2) what he himself purchases, and (3) 
what he may receive as a bonus from the Company. 

The cost to the employee of the employee units is less than he can secure 
the same protection in other ways, because he has the advantage of group 
rates. The cost is specified in a printed table as so much per month at ages 
from 16 to a retiring age of 70, the amounts increasing gradually year by 
year according to actuarial tables. The ultimate retiring age is 65, but the 
transition from the retirement age of the old plan, which was 70, to the nor- 
mal retirement age of 65 is gradual, as follows: 


70 years for employees who on May 1, 1929, were 65 to 69 years inclusive 
69 years for employees who on May 1, 1929, were 60 to 64 years inclusive 
68 years for employees who on May 1, 1929, were 55 to 59 years inclusive 
67 years for employees who on May 1, 1929, were 50 to 54 years inclusive 
66 years for employees who on May 1, 1929, were 45 to 49 years inclusive 
65 years for employees who on May 1, 1929, were 44 and under. 
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WESTINGHOUSE ELECTRIC ANNUITY PLAN 5 


Normally, all service units mature and income from them begins at nor- 
mal retirement age. This rule may be suspended when it appears to the mu- 
tual advantage of the Company and the employee for him to continue to work. 
His annuity begins, however, at the normal retirement age, and is regarded 
as part of his compensation. An employee may also, by special action, be 
retired earlier than his regular retirement age, in which case his income from 
all his annuity units will be the amount which is the actuarial equivalent for 
retirement at his then age. 

When an employee reaches his retirement age, he can elect to receive his 
annuity under several options. 

To have a concrete case before us, let us assume that at retirement he has 
to his credit : 


60 Employee units 
15 Bonus units 
75 Company units 


Total 150 


Option 1: 

He can receive the full value of the units as long as he lives. This will 
give him $150 per month. 

This is the option most likely to be chosen by those without dependents. 


Option 2: 


He can convert all the annuity units he has into a joint and survivor an- 
nuity, so that, after he dies, income will continue to his widow or other sur- 
vivor as long as she or he may live. He does this by taking a less amount of 
income himself. 

This is the one most likely to be chosen by the individual who has a wife 
living, or someone who will be dependent at his death. 

Assume his wife is the other party, and is of the same age. Since women 
live longer than men once they reach 65, we would expect her to outlive him. 
In this case he would receive $110 per month as long as he lived, and his wife 
would receive $110 per month as long as she lived after him. Assume he lives 
ten years and the wife lives six years after him. In that case the return would 
be $13,200 to him and $7,920 to her—a total of $21,120. 

The proportion he will receive under this option will vary with the age 
of the wife or other beneficiary. 


Option 3: 
This is called the Refund Annuity, which would be chosen where the 


employee does not desire to reduce his income to such an extent as in Option 
2, but desires to guard against a premature death. He has to his credit at age 
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65 almost $7,000 made up of purchase price of the 60 employee units plus 
accumulated interest. He will receive a monthly income of $140 as long as 
he lives. 

75 Company units 

15 Bonus units 

50 (83.2% of the 60 employee units) 


Total 140 


If he lives 100 months, he will receive $14,000. He will have used, how- 


ever, but $5,000 of his own money (100 x 50). The balance of $2,000 will 
be paid to whomever he names. 


Option 4: 


In case the employee may wish to buy a farm, or travel, or have cash for 
some other reason, he may draw out his $7,000, and still receive a monthly in- 
come from his Company units of $75 per month as long as he lives. 

Suppose now the employee dies before retirement. In this event his 
beneficiary will be given a check for the total amount of his deposits plus 
interest accumulations. 

Finally, if the employee leaves the service before retirement age, he may 
leave his money on deposit with the insurance company where it will continue 
to draw interest. If he lives to retirement age after having left the service 
and has, for example, 30 units to his credit, he can receive $30 per month so 
long as he lives or he can take any one of the three other retirement options 
provided by the insurance company. He can withdraw it at any time, or at 
his death the amount will be paid to his beneficiary. Moreover, if the em- 
ployee, when he leaves the Westinghouse service, wishes to continue to pro- 
vide annuity units for his old age, he can do so by making deposits of an 
annual, semi-annual, or quarterly basis direct to the insurance company on an 
adjusted rate based on the plan. 


What an Employee Pays 


He makes monthly deposits, completing the purchase of employee an- 
nuity units each year. After his first monthly deposit, an employee receives 
an employee annuity certificate, as evidence of his participation in the pur- 
chase of employee annuity units. After he has completed payment for the 
first employee annuity units he has purchased or at the end of his first de- 
posit year, the employee receives an employee annuity unit record slip, and, 
annually thereafter, cumulative record slips evidencing the subsequent pur- 
chases by him of additional employee annuity units, completing the transac- 
tion each year. The employee pays for the employee annuity units he pur- 
chases at the rate for his age at nearest birthday at the beginning of each 
annuity year. 
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WESTINGHOUSE ELECTRIC ANNUITY PLAN 7 


The rates per employee annuity unit are the group annuity rates of the 
insurance company. 

The Company reserves the right to dispense with the services of an em- 
ployee at any time, but if the Company finds it necessary, or desirable, to dis- 
pense with the services of an employee who has been continuously employed 
for twenty-five years or more, and who has not yet reached the retirement age, 
the Company will continue in force the company annuity units held by the 
employee so that upon reaching the retirement age he may receive the an- 
nuities represented by his company annuity units. 

The working out of this annuity plan has presented a number of inter- 
esting problems to the Westinghouse Electric & Manufacturing Company. It 
is believed that a notable result has been achieved by the engineering method 
used in drafting the plan. The hitherto troublesome problem of accrued lia- 
bility has been eliminated and the uncertain and increasing future cost has 
been replaced by a known level maximum cost for the entire future, on a per- 
manent and inexpensive basis. 

The net cost of the plan to the Westinghouse Company is estimated as 
1 2/10 per cent of the payroll. 

No matter what the future of the Westinghouse Electric & Manufac- 
turing Company may be, those employees who have retired are assured of 
receiving their retirement income for life, because the cash for this purchase is 
irrevocably deposited by the Company annually with the Board of Trustees, 
and in addition a reserve is built up by monthly deposits with the Trustees 
for those approaching retirement age. 

The Westinghouse plan was adopted after a thorough study, in order to 
develop an annuity plan to meet the conditions existing in their large or- 
ganization. Careful consideration was given to the insurance commissions 
and laws of the forty-eight states, because Westinghouse employees are found 
in all parts of the country, and the plan was drawn to avoid complications with 
possible future pension laws. 

A specification was finally prepared and submitted to a number of the 
largest insurance companies in the country, and the contract was finally 
awarded to one of them. 

The Administration of the Annuity 

For the purpose of administering the funds and operating the plan, the 
Company, by an Indenture of Trust, has created a Trust, into which it has 
deposited certain sums and annually will deposit additional sums, actuarially 
calculated to be sufficient to pay at maturity the service annuity units, which 
the Company causes to be issued to the employees by Trustees. All sums de- 
posited by the Company with the Trustees constitute a separate trust fund to 
be used only for purposes specified in the Indenture of Trust. The Company 
also deposited sufficient funds with the Trustees to provide for all employees 
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now on retirement under the provisions of the old plan. The Trusteeship 
is vested in five Trustees. 

By salary deductions the Company transfers deposits of the employees 
for employee units to the Insurance Company. All phases of the adminis- 
tration of the plan are vested in the Trustees, who are guided and assisted by 
an advisory council. 


Technique of Developing Employee Interest 


The Company is making especial efforts to encourage employees to build 
up for themselves annuities in addition to those provided by it ; in other words, 
to help the employees to help themselves. 

A new thing like this requires a certain amount of knowledge about it on 
the part of most employees before they will become interested and take ac- 
tion. A realization of this led to a definite plan of campaign to acquaint the 
employees with the features of the plan and its application to their own cases. 

A booklet was first printed, giving in condensed form a story of the plan, 
tables of rates, retiring ages, and actual examples. A series of questions bear- 
ing on different features and their answers followed. Groups of solicitors 
were then organized and drilled in the technique of the work. These groups 
were made up of key men from the departments in which they were to work. 
Experts from the insurance company did much of the interviewing at first, 
and received the applications of those who wished to subscribe for employee 
units, the Company men acting as contact men, and contributing their efforts 
towards developing interest. 

The results of the first canvass in the main manufacturing plant at East 
Pittsburgh exceeded the expectations of the insurance representatives. Similar 
results were experienced at branch plants. In the Sales, Engineering, and 
other offices, a considerably higher percentage has been secured. It is ex- 
pected that as this contributory annuity plan becomes better known and its pos- 
sibilities better understood, an increasing number will avail themselves of the 
opportunity of adding to the retirement allowance provided them by the Com- 
pany. Already there are a number of instances where money in savings ac- 
counts has been withdrawn and invested as a lump sum in employee annuity 
units. The advantages are the lower cost per unit, the deposits bear interest, 
and an advance credit is built up that will continue to secure the Company 
bonus in case circumstances occur which would prevent purchasing employee 
units for a time. 

An attempted assignment of any right in a Company annuity or in an 
employee’s annuity will not be recognized by the Trustees or by the insurance 
company. 

The pension or annuity problem has been receiving a good deal of atten- 
tion from Management in recent years. The plan outlined above is a prac- 
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PLACEMENT AND FOLLOW-UP OF COLLEGE MEN 9 


tical solution of this problem. By it annuities are on a scientific basis, which 
is contractual, which is cooperative, and which is guaranteed by a reserve; and 
which, it is believed, will prove mutually beneficial both to employer and 
employee. 


Placement and Follow-Up of College Men* 


By Artuur P. Miter, Specialty Sales Manager 
The Aluminum Cooking Utensil Co. 
OUR organization maintains no regularly established apprentice course for 
placement and follow-up of college men; hence our approach to the sub- 
ject will be of little interest and probably of little value to the organization 
that does have a well established apprentice course functioning. 

We prefer to make our contact with the college man during his sopho- 
more or junior year and follow him through from that point. In discussing 
the subject of placement and follow-up of college men, it is difficult to avoid 
the subject of employing college men for proper placement; and follow-up of 
the college man with us dates back to the initial interview with him. 

Our company employs from 1,500 to 2,000 college salesmen each year 
as summer representatives. These men sell our merchandise direct to the con- 
sumer, thereby relieving the Aluminum Cooking Utensil Company of the 
cost of securing and training organization material. 

Much is learned concerning a college man during these few short months 
in the field. A work card is kept for each salesman, which tells us how well 
the man can manage his time, what initiative he has, if any, how well he can 
work without personal supervision—by this we mean how well he manages 
his time, how successful he is in keeping his work so planned as to put in his 
time effectively— whether he knows how to handle money and other infor- 
imaton particularly interesting to us. We do not place a record of total sales 
on this card as we feel that that at times tends to distort our opinion of the 
man. In each of the colleges from which we secure men we have appointed 
a general agent who is an experienced man in our line. This general agent 
assists in the selection and training of men for us. 

Training classes are usually started about the middle of April and six of 
these classes are held before the college man leaves school. This training is 
necessarily theoretical but is made as complete and as intensive as possible 
due to the fact that a very limited amount of personal supervision can be given 
to these men during the summer. 

Again it seems necessary to discuss briefly our approach to the college 
man in order to give a clear understanding of later procedure. Most college 
men graduate in the early summer ; thus the market is somewhat flooded with 


* Presented at the Pittsburgh Personnel Association Dinner, April 1, 1929. 
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college men seeking jobs at that particular period of the year. After spend- 
ing considerable money on his education the college man feels he must get to 
work. As a consequence the graduate often takes a job that he later finds 
himself unfitted for or dissatisfied with. All of us know that a certain period 
of time elapses between the employment of any man and his opportunity to 
handle affairs of much importance. It is necessary that the executive under 
whom he works be given an opportunity to get acquainted with the man, learn 
how much he can depend upon him, how much judgment he has, etc. ; conse- 
quently each change the young man makes means valuable time lost to him. 

Our records of the college man which consist of his educational quali- 
fications, courses taken, etc., and his record with our concern are all kept ona 
file card and an information blank is attached to that file card. 

The type of work which these men do is of such a nature as to sift out 
the men who are easily discouraged. It takes a man with considerable deter- 
mination and more than average ability to withstand opposition and hard 
knocks to handle the work successfully. The “Wear-Ever” sales job helps a 
considerable number of college men over this difficult period because the 
college man knows he can return to our sales work, and make a satisfactory 
return on his time while investigating the opportunities open to him. 

Our organization requires much additional personnel each year. In 
order to insure getting what we need it is necessary that we employ many more 
than we shall be able to use. As a means of protecting the men we employ 
who eventually do not make a contact with our organization, we have estab- 
lished contacts with a number of outside concerns who place some value on 
the training given the ““Wear-Ever” specialty man during his summer con- 
tacts with us. We have been very highly gratified at-the progress made by 
these men who have received their initial training from us and have later 
gone with other organizations. 

Due to the fact that our work is largely sales, we have developed some 
questions which we ask the college salesman in our initial interview that help 
uS to decide whether or not he has a good chance to succeed in our sales work. 
For instance, we ask the prospect whether or not he has done any debating. 
We are not interested in whether he has or has not had debating experience 
as such, but if he has done some debating we are interested in learning whether 
or not the presentation of the subject or the rebuttal appealed most to him. 
We prefer the man who has to work his way through school in order to stay 
there. We find that young men who either have had to work or who have 
worked during the summers while they were going to high school preferable 
to the young man who has done little of anything. Work, we think, is largely 
a matter of habit and if the young man has started to develop this habit 
early in life it gives him a distinct advantage in our organization. 

After the college man is taken into our organization he is first given some 
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experience as a field trainer of salesmen. This is work which he knows how 
to do. If he shows an aptitude for handling men he is then placed as an as- 
sistant supervisor and later is given charge of a division as sales supervisor. 
Some men show an analytical type of mind or a capacity for detail. These 
men are gradually worked into the administrative end of the business. 

It might be well to give some illustrations of how men are picked for 
jobs other than sales. For instance, last year we had a request from our cost 
department for two men. A search of our records very quickly furnishes a 
list of those whose educational qualifications are satisfactory. Inasmuch as 
the salesmen have various reports which they render to our Home Office we 
next investigate these reports. The regularity with which those reports have 
been furnished, how accurately they are made out, the attention given to the 
details on these cards, all help us to decide upon the best men. 

Another request was for a metallurgist. We had one young man whose 
educational qualifications as a metallurgist were better than average. His 
record of sales had been poor but he had shown so much tenacity on the job 
and a commendable amount of initiative and care in detail that he was picked 
for the job and has worked out very successfully. 

It is unnecessary for us to take age into consideration as a requirement. 
We do however, prefer the college man who is a little older rather than 
younger than the average at the time he graduates. 

In the sales department men are placed where they are needed, although 
discretion is used as to the type of men placed in city and in rural territory. 

Our business is divided into three sales units—the direct to consumer, the 
trade business which deals through regular retail and jobber channels, and the 
hotel department, which sells to hospitals, hotels, state institutions, and other 
users of large capacity cooking utensils. A certain percentage of our college 
men are placed in these departments—men who in their field work with us 
show excellent sales ability but little capacity or desire to function through 
other men. 

Being a subsidiary of the Aluminum Company of America, we are some- 
times asked to recommend men for certain positions in some of the other 
subsidiaries and we are also asked at times to recommend men for the regular 
apprentice course in the Aluminum Company of America. This we are al- 
ways glad to do because we feel that the more we can do to help to properly 
place college men who make their original contacts with us, the surer we are 
of getting the proper number of men of the right calibre for our work. 

We are always on the lookout for additional concerns that can use col- 
lege men who have had successful experience with us because the placement 
of those men is usually to the advantage of that concern, our concern and the 
college man himself. 

In preparing this paper I have corresponded with a considerable number 
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of organizations that employ college men, hoping to learn much of interest 
from other organizations on the subject. I find that most of the organizations 
that employ many college men have regular schools or apprentice courses in 
which the college graduates are entered. As the men progress through this 
course interviews are given by the heads of the different departments in an 
effort to determine the phase of the business best suited to the particular in- 
dividual. At the same time the man’s work is carefully watched in the vari- 
ous departments because at times a man shows marked ability along un- 
suspected lines. 

For those interested in getting literature on the subject I should mention 
that the most complete information came to me from Westinghouse, General 
Electric, Bell Telephone, the Philadelphia Company and the Firestone Tire 
and Rubber Company. 


Measuring the Results of Training Salesmen ' 


By Vincent B. Corrin, Director of Education, 
The Penn Mutual Life Insurance Company 
C= experience in measuring the results of training salesmen has thus far 
been in two fields which are quite similar. One, in New York Univer- 
sity and the other in the Penn Mutual Life Insurance Company. 

I think it is agreed that in measuring the results of training, there are: 

1. Tangible results, dollars-and-cents results; 2. intangible results— 
equally important but practically immeasurable. 

Most men who are in training work will agree that our greatest satisfac- 
tion is that derived from the intangible results which are so hard to measure. 

At New York University we had a brief eleven-week course in life 
insurance salesmanship. We gave it three times a year. We did not have 
any undergraduates in that course—it was made up entirely of men in the 
city of New York, who were already in the life insurance business. A sales- 
man could take this course at any stage of his career he desired. That is, 
he could come when he first entered the business or after twenty-five years 
of experience in the business. It was largely a selling course. We did give 
him some information about life insurance itself but most of the work in the 
course was devoted to selling rather than to insurance problems. 

The measurement of the results of the work there was extremely diffi- 
cult from a tangible point of view because of the fact that we had salesmen 
from all different companies and offices in New York, 50 or 60 offices being 
represented. After they left us, and got into the period where we should 
have liked to watch their results and see how much credit we could take for 
improvement, it became impractical for us to do so; chiefly because if a 
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21 Presented at Round Table Conference on Training Salesmen, held at Cincinnati, April 5, 1929. 
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man was not doing well, it was impossible to get a report from him. We 
could only get a report of the men who were doing well. It had to be vol- 
untary, and for seven or eight years we wrestled with the problem of getting 
some definite figures which would mean something as to how valuable this 
training was. 

From the point of view of tangible measurement, I can only give one 
point in connection with New York University work. I have a number of 
letters which prove beyond any doubt, what is well known, that training of 
this character is a tremendous factor in reducing the turnover of' salesmen. 

Many general agents (he is the man in charge of a district office for a 
given company) have written me that their mortality among agents who have 
taken that course is negligible, that they rarely lose a man from the business 
after he has had that rather intensive training. This is a very tangible result 
and one from which a good deal of satisfaction can be taken. 

On the intangible side there is perhaps chief satisfaction in that part of 
the work. So many men have come to me and said that because of training, 
because of learning more as to what it was all about, they have received a 
new mental attitude toward their business, and a vasily increased confidence. 
That one factor of increased confidence I believe is the greatest single attribute 
of training for salesmen. It isn’t so much what he learns—improved methods, 
or learning how to do the thing differently, or any of those things, as the 
tremendous boost he gets from the point of view of confidence simply from 
having gone through the course. So much for New York University. 

We have a need in our business for continual training. That is, a life 
insurance agent, if he is going to be one of the leaders and keep up to the 
standard he desires, make a substantial success, has to be educating himself 
almost all the time. He has to keep several jumps ahead of his competitors, 
and competition in our business is not particularly between companies, rates 
or anything of that sort any more—it is largely between ideas. That is, the 
salesman who has the best idea is the man who is going to get business, by 
and large. 

In the problem of training salesmen for life insurance companies, the 
first thought, naturally, is for the brand new man who comes in from some 
other field of endeavor. Not many of our salesmen come from other 
selling lines. Some of them do, but the majority of them come from en- 
tirely different types of work and have never had any selling experience. 
Because of the nature of the life insurance business, this new agent has 
to begin earning right away. In most cases he has to begin earning the 
first week; certainly within the first two or three weeks, because he seldom 
has any financial background, and by the nature of the business he doesu’t 
receive any backing either from the company or his general agent, except in 
rare instances. Experience has pretty well proved where financial assistance 
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is given to the agent, the chances of his success are lessened rather than 
heightened. There are, of course, exceptions to that. 

The job then, from a training standpoint, is to give him enough training 
at the start to insure his beginning to earn money almost at once, and still 
not confuse him with so many ideas that the whole thing becomes abstract. 

We are attempting to do this in a very simple way. We have a little 
series of five pamphlets, which we call “First Steps in Penn Mutualism.” 
These five little books are almost wholly on selling. There is practically 
nothing about insurance in them. The purpose of this series is to give the 
new man two or three simple ideas of situations in life where life insurance 
fits in, and tell him precisely how to present the life insurance idea to fit 
those situations. In other words, we give him two organized sales talks, the 
reasons for them, what lies behind them, and all about how to use them, and 
little else; almost nothing about insurance. 

He receives instruction either from his general agent or from a super- 
visor. A supervisor in the life insurance business is a man under a general 
agent, not over him. He is an assistant or right-hand man to a general agent, 
and frequently carries on the training work in a given insurance agency. 
This general agent, or supervisor, takes the series of books and works with 
the agent, giving him a demonstration sale, having him sell back again, work- 
ing that way two, three or four days; then the man goes out and starts, 
sometimes alone, sometimes with someone else. He has received enough 
ideas in that brief time to talk perfectly intelligently to any business man 
about his simple proposition. 

To get the beginner, then, into a position where he can start to earn at 
the earliest possible moment, we give two simple talks which he learns care- 
fully and practices a great deal. That is the first step. 

The second step is for what I might call an established agent, meaning 
a man on his feet who has already begun to earn, but not really experienced. 
There is no fixed line of demarcation there. An established agent is one 
past the early days and beginning to get on his feet. For that man, we have 
begun this year to conduct a series of three-day schools as we call them. 
They are really sales conferences. These three-day schools are held all over 
the United States during the course of the year, and every agent who so 
desires has a chance to attend by meeting certain qualifications. 

The material in this three-day proposition is also purely sales. The 
tendency of a man coming into a business such as ours from the outside is 
to be altogether too technical, to talk too technically to his prospects in a way 
they neither understand nor in which they are interested. Our job is to get 
the new salesman to talk rather in human interest terms and about things in 
which the prospect is interested. This three-day effort is having unusual results. 

The next step is where the man has been in the business and is doing 
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well. For the experienced agent, there is still a necessity for training. Here 
it is only the function of the company to advise and offer suggestions. There 
is now open to members of our business, a sort of degree: C.L.U., comparable 
toa C.P.A. in accounting. It is very new. Experienced men in our business 
are already intensely interested in obtaining it. It takes about a year to get 
ready for it; they can do it alone or through a university. Eventually I think 
it will be done in the universities. It is in its early stages. 


Fourthly (after first the beginning agents, second the established agents, 
third the experienced agents) come the general agents, sales managers them- 
selves of districts and branches. For some reason which I do not quite under- 
stand, in our business the attempt has always been made to train from the 
bottom up ; that is, to train the agents and pay no attention to the others, with 
the result that a great many training efforts fell entirely by the wayside as 
soon as the training was completed and the man was returned to the manage- 
ment of his chief. That chief was ignorant of what the training had been, 
not particularly in sympathy with it, and the whole effort was largely lost. 
Now we are trying to train from the top down. We are getting ready to 
begin some training activities within the home office itself, which might be 
considered the source. 


We have already conducted one school for general agents at our home 
office, not a selling school—a school of management rather in which we 
went quite extensively into management problems. The results of that school, 
which was conducted recently, have amply demonstrated that it is an ex- 
tremely worth while thing to do. We are going to have another one of these 
schools in a month or so, and eventually hope to have one man in each agency 
in the country, who has received this intensive training. 

Finally, I come to the measure of the results of these training activities 
I have outlined briefly. Here again there isn’t much to say owing to the 
fact that we are too new at it, too young in the business to achieve many 
results. I can comment only on the intangible results. 

About a month ago we conducted this three-day school of which I have 
spoken in Chicago for the salesmen of that city. I was in Chicago recently ; 
and in meeting a number of them, there were literally dozens of men who 
said to me: “I did such and such business as a result of such and such an 
idea which I received in the school”. Perhaps that is not intangible; that is 
pretty tangible, but it is hard to codify, hard to set down. 

We have designed a card, an educational card for every agent who 
amounts to anything. There are about 3,000 of them now in the country. 
On that card there are spaces to record different steps that the agent takes 
in our training program. 

The whole process is traced there. On the reverse of the card is a pro- 
duction record. Here we have the agent’s production for the six months im- 
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mediately preceding his taking of the three-day sales school. For example, we 
shall carry it for three, four, six months afterwards, to see if we can detect any 
improvements. If he improves, we shall probably take the credit for it no 
matter where it belongs. And so with the other processes. Each time we 
shall keep a record of production which will parallel the educational record. 
By doing this carefully over a period of time, I see no reason why we shouldn’t 
have a very definite and tangible result. 

Whenever we do have any kind of school we insist on using the project 
method. That is, we never have a school without affording the student the 
opportunity for field work along with it, so that if an agent is taking our 
two-weeks’ course, he comes to classes in the early morning, and the latter 
part of the day he solicits. He must report definitely on what he does during 
the soliciting hours. If he is to receive a certificate from the school he must 
not only pass the class work and an examination on that, but he must show a 
minimum number of sales talks given during the period and a minimum 
number of sales made. Unless he does that, he doesn’t qualify for the cer- 
tificate of this little course. 


When our general agents and managers were at Philadelphia for their 
training, we used exactly the same method. They had class all morning, talk- 
ing, for example, about how to recruit new agents for the business, how to 
bring new men into the business, how to find such men and present the busi- 
ness attractively to them to bring them into it. In the afternoon, we had them 
go out into the perfectly strange field, and actually recruit men for our 
Philadelphia office, which is now under the managership of Dr. John A. 
Stevenson. They did this exclusively for a week. They brought in a mass. 
The selection wasn’t very good. We learned many lessons from that effort 
which I think will be improved next time. At least it was most interesting to 
see how they responded in a strange city and went out in the afternoon and 
tried the method which had been discussed in the morning. 

The second week we got into the training. In the morning we discussed 
training new agents; in the afternoon they again took the recruits they had 
lined up and went out and trained them. We spread them all over the build- 
ing in groups and cubby-holes, and they spent the entire afternoon instructing 
the new men in this preliminary material. 

The third week, we came to the question of supervision, which is ex- 
tremely important in our business—probably more important than anything 
else. While we discussed supervision and methods in the morning, we let the 
men work that one phase of it in the afternoon by going out into the field with 
the new salesmen, helping them sell, watching them sell, continuing their 
training and supervising their activities. We tie the outside work up with the 
inside work from start to finish. I am confident if we had not done that, the 
effort would not have been one-tenth as effective as it was. 
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The Bank Employees and the Bank ’* 


By Henry Brukre, First Vice President, 
The Bowery Savings Bank 


A‘ the outset, I shall limit the scope of this discussion to the type of 

bank with which I am most familiar, namely, the savings bank, primarily 
concerned with rendering a public service. The policy of representative 
commercial banks towards the rank and file of their employees I assume is 
undergoing the same alteration that is to be observed in every branch of 
commercial enterprise. But I have made no first-hand study of their methods. 
In common with all of us they recognize that an employee is either an asset 
or a liability. If he is an asset that fact suggests potentiality for greater 
growth and responsibility. If he is a liability that fact demands some altera- 
tion in his performance or attitude for the better, or his elimination. Elimina- 
tion is often inevitable but is, in principle, undesirable because when you 
employ a person you establish for him and for yourself the expectation that 
the employment will be mutually profitable. Having set up that expectation 
you naturally wish to make it good. From either side of an individual’s 
balance sheet, asset or liability, you must see the employee not merely as an 
existing combination of character and ability, but as a potentiality capable 
of growth. 

In banks, perhaps, more than in any other major division of commercial 
enterprise, emphasis is being placed on growth. We are witnessing an era 
of prodigious enlargement of the bank units. Not satisfied with the usual 
processes of growth by extending their activities as far as the law permits, 
opening branches, adding new functions, banks now, when they attain a place 
of high rank, double or treble their resources by a princely marriage with 
another regal institution. For good economic reasons and also because of the 
zeal and spirit of the men who govern them, great commercial banks are 
dominated by the law of growth. To a degree within the severe limits im- 
posed by law the savings banks are also appreciating that growth is necessary 
to vitality and ability to keep in touch with the trend of the times. Growth 
is the fundamental principle of western civilization, nowhere more faithfully 
worshiped than in America. Where the principle of institutional life is 
growth that must be the principle prompting the leaders of the institution. 
If there is a genuine identification of interest and mutual understanding exist- 
ing between the leaders and rank and file of a bank one may expect to 
find ambition, personal aspiration and desire for progress pretty well im- 
planted in the minds and hearts of tellers, bookkeepers, machine operators, 


2 Presented at the Eastern Regional Savings Conference of the Savings Bank Association, Mar., 1930. 
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and the various classes of staff assistants with which every bank nowadays 
is manned. My approach, therefore, to the subject of the personnel relations 
of a bank is from the side of the mutual interest which exists between the 
good employer and the good employee in the principle of growth. 

I find that most of my life is conditioned by my employment. My days, 
naturally, are given to my duties. My evenings are largely devoted to activ- 
ities which arise from those duties such as attendance at dinners, meetings or 
conferences. My outside contacts tend more and more to result from my 
business contacts. If I have moments for reflection I am likely to weave into 
those reflections some strands from the experiences of the business day. My 
opinions or public utterances are in part consciously, in part unconsciously, 
regulated by my judgment of their relation to my business. What is true of 
one in a position of executive leadership is equally true of minor executives. 
If it is true in substantial degree of junior executives, it is true of responsible 
department heads. It tends to become more and more true of every employee 
as he experiences a sense of identification with the program and movement of 
the institution with which he is associated. 

To the extent that we live our lives either actually or in the reflection of 
our occupations, it is critically important that those occupations give us the 
opportunity at least of that personal development and progress which for most 
of us is the law of life. 

The modern banking institution has become a little cosmos in which we 
may test the various standards and practices which by inheritance or educa- 
tion we have come to believe are the ways to happiness and the good life. 
Fortunately, in the main, the application of these principles to the manage- 
ment of a working force produces results beneficial not only to them but to 
the business. 

In America, we are inveterate idealists and for that reason we have in- 
corporated into nearly every business the idea that it exists to render some 
service to humanity. The business is peculiarly fortunate where this objective 
can be convincingly stated. Certainly the aims of a mutual savings bank are 
those of genuine public service or nothing. In New York, the position at- 
tained by the savings banks gives them clear title to rank as public servants. 
Of the greater city, they serve more than 60 per cent of the population, includ- 
ing children. They safeguard 3.5 billions of dollars, most of them the fruits 
of sustained self-denial. They are the means of building up the reserves out of 
which individual progress is made possible. They serve as a bulwark against 
the economic deterioration that comes upon individuals in old age, or families 
in sickness or when the head of the family dies. For those who survive middle 
age, they provide the most profitable form of life insurance. Beyond every 
other function, the savings banks serve as the economic educators of the youth 
of a community. They continue this education all through the lives of de- 
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positors. None of these functions is as yet fully or entirely adequately dis- 
charged. There is abundant room for development and large opportunities 
for progress. 

It is fairly obvious that you can make out a case for the savings banks 
as dedicated to the idea of services, without much difficulty. When you have 
established that fact, you are equipped with the most powerful tool for build- 
ing up employee morale and zeal. We laugh about it a good deal but in the 
long run there is no ambition which so effectively appeals to us as the ambition 
in some way, big or little, to be a public benefactor. The savings bank, there- 
fore, is an institution to which an individual not entirely preoccupied with 
selfish ambitions can give loyalty and which he can serve with devotion. That 
is of very great positive value in promoting an efficient personnel. I may state 
it as the first of my cardinal points in the developments of good employee-re- 
lationships. 


Necessary Elements in Good Personnel Relations 


Given an objective that you can respect, you next have to have a policy 
which is designed to get you somewhere in the direction of the objective. 
Policy cannot be expressed in a series of declarations, merely, but must be 
evidenced by the practical management and evolution of the business. It is 
necessary for every employee capable of understanding the business, to see 
in its day-by-day activities the observance of the policy. I make it a rule to 
ask the colored messenger boy who brings to my desk each day the report on 
the day’s operations of the safe deposit department, “How many have we sold 
today?’ He always has the facts in mind ready for an answer. From this 
colloquy we both get a little sense of team work. He with me and I with him. 
We both see that we expect progress. We both take pleasure in the evidence 
of it. 

To a large extent, however, the employee’s conviction that progress is 
being made must be sustained by his belief in the executive staff. He cannot 
keep in touch with the entire buisness, although nothing is more certain than 
that even the office boy has a pretty good idea of what is going on. 

My cardinal requisite number two in good personnel. relations is a well- 
selected, trained, good-mannered and hard-working officers’ corps. Good 
morale among a body of workers is largely governed by the quality of the 
leadership that is given them. It still remains true that an institution is but 
the lengthened shadow of a man, and in a commercial organization that man is 
likely to be a composite figure of all the officers and they in turn are likely to 
take their cue and character from the principal executive authority. 

The relations of a bank with its employees are in fact the relations of 
the officers of the bank with the employees. However democratic these rela- 
tions may be they must be based on respect. The first element in commanding 
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respect is character, the next is knowledge of the business and dependability 
of judgment, the third good manners, and the fourth personal industry. If 
your officers measure well by these tests they will inspire confidence and 
loyalty. 

The greatest obstacle to good personnel relations is an officer who does 
not measure up to the standards which the employees expect their leaders to 
have. American industry, including banking might profitably set up a school 
for business executives in which, periodically, those who have acquired them 
might be divested of their bad habits, arrogance, moss and prejudices, and 
those who understand the responsibilities of leadership might exchange ex- 
periences. Such a school might also serve as an officers’ training camp—so to 
speak—for junior executives. If we had such a school perhaps there would 
not be so many mergers! 


Clearly Defined Duty and Responsibility 


Given a policy of management and leadership the next requirement is 
clearness and definiteness of duty and responsibility. That end is best achieved 
by establishing practice not by habit and tradition merely, but by written in- 
struction and procedure laid down in a standard practice manual, enforced and 
supplemented with energetic and vigilant guidance and control by the im- 
mediate supervisors in charge. Captains of divisions need to be men and 
women who can teach and guide not only by precept but by demonstration. 
The subordinate executive must be a dual functionary. He must be able to 
represent to the men under him the superior officer to whom he ultimately 
reports, and he must be able to represent his subordinates to the executive. 
Men will do best if they have respect for the capacity of their immediate 
chief and can justifiably repose confidence in his ability to secure recognition 
for their performance and accord to them a just determination in the ques- 
tions that constantly arise in the distribution of work and the joint perform- 
ance of work in which more than one person is involved. But beyond this, 
every subordinate executive needs to be able to lead not only because of tech- 
nical qualifications but by virtue of his human qualities. In an important 
sense these executives are personnel officers. In the Bowery we encourage 
such executives to study the art of managing men. Our chief clerks, for ex- 
ample, have been participating in a university conference course where man- 
agement problems are discussed under the leadership of a teacher with prac- 
tical experience in management and in which the principal emphasis is based 
on the discussion of cases involving personnel questions. 

However effective as a manager of men a contact executive may be, in an 
institution where employees are of a number large enough to develop a crowd 
psychology (and that is about two dozen) there is an important role to be per- 
formed by a personnel director specifically charged with looking after the 
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needs, problems and working fitness of the general body of employees. In 
the Bowery we attribute much of the recent rapid growth of the bank to the 
public’s response to the treatment they receive from every employee with 
whom they come in contact. That treatment is not based on an artificial 
studied code of procedure as much as on a natural easiness of manner and well- 
bred consideration which can only be achieved where the employee has a 
sense of well being and an unaffected belief that his relation to the business is 
one of dignity and responsibility and in the larger sense proprietorship. 


Employees’ Conference Committee 


In a mutual bank there is no possibility of according any employee par- 
ticipation in ownership. But he can be a stockholder in the spirit and aims 
of the enterprise with holdings as large as his willingness and capacity to give 
of himself, not of his money, to the enterprise. In bringing about this state 
of mind among the Bowery employees too much importance cannot be at- 
tached to the influence of the personnel department which was established 
about three years ago. This new department was not thrust into the or- 
ganization, it was in a sense created by the employees themselves in the fol- 
lowing way. To gain an understanding of the employees’ viewpoint we have 
the help of a conference committee of employees. The members of the com- 
mittee are chosen for overlapping terms by vote of the employees. The com- 
mittee meets with three of the principal executives whenever any matter of 
interest comes up with respect to which its advice, knowledge or viewpoint 
would be helpful. It has no formal duties or responsibilities. It has no 
authority. It has no fixed rules of procedure nor any set times for meeting. 
It advises the executives on the way employees think and feel regarding bank 
matters affecting them, it discusses the general outline of the business from 
time to time, it advises on such matters as the adequacy of salaries, the rela- 
tive difficulty or desirability of different positions as the workers themselves 
view these matters. On the other side it interprets the policy or instructions 
of the bank to the employees. It keeps them posted on the whys and where- 
fores. It sifts complaints and for the most part obviates them. It maintains 
the old family spirit for which the past is so much glorified, by making it pos- 
sible to talk things over with rather than by talking at or lecturing to the 
employees. It enables the executives to invite the thinking-through of prob- 
lems by employees instead of jumping at easy and often impractical solutions 
with only part of the relevant facts. Conducted with candor and simplicity, 
such a conference group is of the greatest value in developing good personnel 
relations. It enables such relations to spring from the natural fertility of un- 
derstanding, give and take, and facts, rather than to be planted from the top 
and left to the tender mercies of the pests of misunderstanding, suspicion and 
antagonism. It was out of the conference arrangement that the personnel de- 
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partment grew. The personnel director was virtually selected by the Employee 
Committee. We asked for suggestions of men among those eligible by ex- 
perience in the business ; who would have the confidence of the force and the 
ability to discharge the duties involved in the position. We appointed the 
first of the suggestions made. The nominee had twenty-five years’ experi- 
ence in the bank and turned out to be admirable. In choosing the personnel 
officer in this way we got a fair start at once on our program without having 
to prove that we had nothing up our sleeves, as is so often the case where a 
personnel department is created. The appointee was known to be a loyal and 
skillful worker, he understood the business and has developed a balanced 
judgment in his work, and above all he is no politician. 


Activities of a Personnel Department 


Under the direction of the personnel officer fall the customary and varied 
activities of a personnel department. He interviews and selects subject to 
approval on test, all new employees. He manages the payroll and has charge 
of group insurance and our new pension system about which I shall say a 
word presently. He keeps records of attendance, looks after the sick, has 
general charge of the employees’ lunch rooms, assists in compiling the annual 
ratings of all employees by which their efficiency, adaptability and readiness 
for promotion are recorded. He arranges transfers and recommends promo- 
tions. He has supervision over the medical service by means of which all new 
employees are given a rigid examination on admission and all employees a 
complete examination once a year. He advises the executives on all matters 
having to do with personnel. He looks into and reports on the need for ad- 
ditional employees. He prepares the annual salary budget for consideration 
by the officers and the executive committee. With the assistance of two officers 
he has general charge of the training and educational work which the bank 
sustains for its employees (of a total force of 167, 68 are now in attendance 
at the A.I.B. and Universities). But more important than all he is the 
friendly counsellor of every man in the bank. I have no doubt he hears a 
good deal of the hopes and fears of the force. His advice is not always con- 
solatory. He is sometimes rather forcefully admonitory. This man is not a 
paragon. Before his appointment as personnel director he was employed in 
the ranks, namely as a teller. We make this point to illustrate that a bank 
need not go far afield to seek a personnel officer. In the ranks of every sav- 
ings bank there undoubtedly may be found a man with the inherent qualities 
that only have to be developed to produce a competent personnel executive, 
and we believe that his efforts will be most effectual when he is chosen from 
the bank’s staff. 

In this summary of the personnel officer’s duties I have indicated the type 
of activity which we carry on for the benefit of the employees. I want to 
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modify that statement. These activities are not conducted exclusively for the 
benefit of the employees. They are intended to be mutually beneficial, good for 
the employee and good for the bank. One need hardly stop to emphasize this 
point in respect of medical care and lunch rooms. We serve an excellent noon 
day lunch free to the employees and costing the bank about 80 cents. It saves 
the employer time and keeps down the sickness record. The medical examina- 
tion is given by a physician directly employed by the bank and in this case the 
personality of the physician selected was a matter of principal concern. A 
medical examination given to a hostile employee is of negligible value. Given 
by a physician to whom the employee will respond with confidence and who 
has the right training and method it is of great potential value. We experi- 
mented with various methods of making these examinations and now we have 
them made in the bank. We have no company doctor. We have an employee 
doctor whom the employees accepted at our suggestion because they believed 
that we were approaching the question from their standpoint as well as that 
of the bank. Needless to say these examinations are entirely confidential as 
between the employee and the physician. 


Group Insurance ~ 


As to group insurance—we may easily see its mutual value. We have a 
case now where an employee too young in the service to be retired on dis- 
ability pension has acquired tuberculosis partly, we believe, as a result of war 
exposure. The bank could not under the law pension him. It could not in- 
definitely maintain his full salary. His group insurance is being paid him 
in installments under the permanent disability clause. The insurance enabled 
us to meet in part an obligation we morally assumed but could not legally dis- 
charge. 


Our pension plan is mutual in its structure. For all service rendered 
subsequent to the adoption of the plan the employees contribute half and the 
bank half the cost of the future pensions. The recent rapid growth of the 
bank which is still continuing has necessitated additions to the force to the 
extent that 44.31 per cent of all employees have less than five years service. 
Our plan provides for retirements at age 60 after 20 years of service with the 
consent of the bank, at age 65 at the option of the employee having 20 years’ 
service, and mandatory at age 70. Our conception of the plan is that for most 
of us old age should be spent out of business with opportunity for peaceful 
leisure. We encourage our employees to develop a philosophy of old age and 
to make provision for it, so that they may look forward to the practice of their 
avocations when their pace must slow down below the rate of modern office 
pressure. That conception is certainly mutual. We can all fill in the details 
of the picture. 
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Salary Adjustments 


It is not so clear perhaps that good compensation, effective performance, 
rating and educational activities are mutual. As to compensation we want our 
men and women to live well, to look well, to keep out of financial predicaments 
and to save. We must pay them accordingly. In the past two years after 
discussions with the Employees’ Committee we have made a readjustment of 
salaries so that a man of 30 will be able to earn at least $3,000 for tellers’ 
work, and with experience and age advance to approximately $5,000 for tel- 
ler’s grade of work when he reaches the age of 45. This schedule will enable 
him to meet the growing responsibilities to his family during these years, and, 
we hope, to save something. We have said to our men repeatedly that we 
hope each of them will have a cash fund of at least $10,000 when it comes 
time for them to retire. Certainly the bank must profit by such a policy 
through securing and retaining the best type of person available for its service 
and keeping them fit and confident and free from money pressure too often 
too much to bear. The Trustees of the Bowery have set their faces against 
underpayment of any employee. ( They have discarded the theory that the 
savings bank job is an easy one and because it is unquestionably highly re- 
spectable does not need to be paid for at the same rate as work of like skill 
and responsibility in other fields.) They expect good, vigorous work and in- 
tend to pay for it. If employment in the bank turns out to be social distinc- 
tion as well, we shall not charge the employee for that fact. 


Service Records 


Rating of performance, which we do much along the lines outlined by 
Mr. Roy R. Marquardt of the First Trust and Savings Bank of Chicago, in 
his excellent paper “Scientific Classification of Trust Department Personnel’, 
before the Midwinter Trust Conference in February, is often regarded as of 
benefit only to the management in making its determinations. We regard rat- 
ing as one of the best safeguards of the interests of employees. We have all 
seen cases where a man has done good work for years and then out of a clear 
sky got a black mark of some kind. If you rely on general impressions and 
recollections as to the fitness of that man you may find him brushed aside and 
rated on the most recent impression made by him. With a carefully main- 
tained service record you can give proper weight to the adverse occurrence. 
Memory is treacherous in these things. The service rating is also helpful to 
the employee because it requires his superior to formulate a definite opinion 
of him relative to a standard of performance which that superior is expected 
to establish and maintain. It is better to be judged with care and responsi- 
bility on a matter of record than to be damned in a crucial hour with faint 
praise or some slighting observation based on an incident suddenly recalled 
and probably over-emphasized. 
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In all this I do not lose sight of the fundamental purpose of employing 
staffs, training them, paying them, inspiring them, rewarding them, disciplin- 
ing them, and co-operating with them for their welfare. It is of course to 
have the business done efficiently, at proper cost and with satisfaction to those 
whom it serves. But it is one of the pleasant aspects of business life and one 
that makes business the preoccupation of most of us in America, that in it we 
find the chance for co-operating with our fellows for that greatest end of man- 
kind—human progress. By good fortune the sense of security and confidence 
which a policy of employee-development gives to the employee reflects itself, 
particularly in a bank where he meets the public, in his relations with the pub- 
lic and redounds to the benefit of the institution. I regard the personnel rela- 
tions of a bank as employer with its staff of employees as the bed rock on 
which the future success of the enterprise must be built. This is especially 
true of the larger institutions whose mere size imposes an obligation of su- 
perior service. That service which after all is one of unlimited and vital im- 
portance to the public, can only be given when employees value honor, prac- 
tice courtesy, love their jobs and do them well because they could not bear to 
do them ill. These conditions I believe, can only be brought about through 
well-thought-out policies such as I have sketched in this paper and which are 
comprehended within the meaning of enlightened personnel management. 


The Social View of Premature Retirement * 


By Orpway Teap, Director of Business Books, 
Harper & Brothers 


L heated I have to say about the problem of the prematurely retired and the 

normally retired, is said from the social point of view, aside from the 
technical phase of annuities, reserves, and all the other actuarial aspects of 
this problem. Therefore it might be in order to introduce the subject by con- 
sidering what are the principles from a broad economic point of view which 
seem to underlie the solution of this problem. 

So because I have no pension hobbies nor pension executive responsi- 
bilities, perhaps it isn’t amiss that from the economist’s standpoint I try to set 
a background for the subject. 

The way in which I shall try to do it is by a series of “propositions” 
which I propose to enunciate with some care. A proposition in geometry is 
something which, based on a certain body of assumptions, can be proved if 
you are ingenious enough to prove it. I do not claim to be ingenious enough 


® Presented at the A. M. A. Personnel Conference held at the Hotel Statler, Cleveland, January 
29, 1930. 
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to prove, or have the time to prove, all the propositions. But I submit them 
for study. 

The assumption that seems to me to be the basic one animating the propo- 
sitions 1 am going to enunciate, is one which I think would gain general ac- 
ceptance among those interested in this problem, namely, that the interests of 
the members of all society, the consideration of the body politic as a whole, 
do overweigh and, on the whole, outweigh, and overbalance the interests and 
special claims of individual corporations. It is from the point of view of this 
assumption I am going to state several propostions whch seem to offer some 
guidance in the consideration of methods: 

1. Productive industry bears the cost of maintaining those retired any- 
way, either directly in wages or indirectly in taxation or in charity. 

It is important to state that proposition because it seems to leave the mind 
freer and more flexible to reflect upon the whole problem with a somewhat 
more generous attitude when it comes to the particular challenge to individual 
corporations. Certainly provision for retired employees does have to be made 
out of the income from industry—if not in one way then in another. The 
scale of living may be extremely meager ; but they do procure food and shelter. 

2. The annual national income is large enough to allow some explicit 
provision for those retired prematurely; and eventually common decency 
dictates that this responsibility be acknowledged and openly assumed jointly 
by the public, the community as a whole, and by industry itself. 

3. The only problem, then, is to find the most economic, most efficient 
means of distributing that load of expense, with a view to realizing an end 
which I think all of us have now come to realize as basic—with a view to 
having as much consumer purchasing power flowing through the community 
as possible. 

4. Premature retirement, then, has at least some causes which it is within 
the power of industry to control. There have been papers recently published 
which prove that to be true and some admirable suggestions of how certain 
companies are now handling the prematurely retired are available‘ The 
problem is being coped with in ways that offer remarkably fruitful suggestions 
for other companies. It has been proved in these pioneering companies that 
have put their minds upon it, to be a not unsolvable problem. It is the more 
efficient, the better organized companies who have done the best work along 
this line. 

5. Therefore there is considerable ground for hope of further extension of 
efforts in large companies to relate work to age and health possibilities. Where 
mergers make even this a grave problem, there is the possibility of advance 
placement with other companies when shut-downs are contemplated, and of 
the ameliorative use of a dismissal wage. 


*See Personnel Series: Nos. 1-9. 
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6. However the small corporation finds this a much harder job to under- 
take—this provision for the prematurely retired; and that little relief is in 
sight for the majority of their older workers, particularly in the low-profit 
companies. I think statistics show that among the smaller corporations the 
low-profit companies are in the majority. And there is a large group of com- 
panies, numbering in the thousands, with less than 100 employees, in which 
the prematurely retired are not provided for humanly and scientifically, and 
are not likely to be so provided for. 

7. In the community as a whole, more knowledge is needed of job con- 
tent in relation to the employment opportunities for different age groups. To 
take just one example from work in office buildings, and in offices where the 
number of people who have to do rather simple work is so great—think of the 
number of young boys between sixteen and twenty, who are devoted to one 
type of occupation I have in mind, elevator operation. Here are “blind alley” 
jobs for which conceivably an opportunity for older workers might be opened 
were we on a broader or more public-spirited scale to examine the oppor- 
tunities for employment for these older workers. Other opportunities of a 
similar sort would, I believe, open in a large way, if widespread study of em- 
ployment opportunities for older workers were scientifically undertaken. 

8. In order to use the results of the findings of such study, we should 
have to urge that: The discovery and interchange of information about all 
such jobs in relation to age conditions require voluntary cooperative and pub- 
lic clearing houses of job information. I see no possibility of a broad attack 
upon this problem that does not include and encompass in it, a more enlight- 
ened, systematic, scientific, aggressive system of employment information ex- 
changes, either cooperative or public, or both, which will have as one objective 
the placing of older workers in jobs which their health and age permit. 

g. From the social point of view, my proposition is: that average wages 
are still too low to provide adequate voluntary savings against the time of 
enforced idleness. Our study of wage figures shows what average wages are 
today for the unskilled and semi-skilled. My point is that unless you are 
going to impair consuming standards, the purchasing power standards of 
workers which they now have, it is impossible to conceive of substantial work- 
ing class savings on a scale large enough to mean that there is any real, ade- 
quate protection from unemployment prematurely at fifty, or even at sixty 
or sixty-five. 

10. If that is true, it leads to another proposition: Either they must have 
higher wages and definite, universal savings provisions widely assured or there 
must be compulsory savings by workers and compulsory drawing on capital 
revenues to make retirement compensation possible. Probably both will hap- 
pen as time goes on. We cannot be certain of adequate working class sav- 
ings without some such provisions. Enforced savings out of wages requires 
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eventually and logically, because of the country-wide character of our prob- 
lem, a public—and, in effect, for all practical purposes, an interstate—plan of 
contributory pensions in which the age limit is lower than sixty-five years. If 
we are going to be realistic about our problems we must acknowledge that the 
prematurely retired are not helped, have not been helped at all, by present 
private or any of the contemplated public pension plans. 

11. Yet I think it is demonstrable: that if we were to have industrial 
pensions on what would amount to a national scale, which were contributory 
from the time when the working life began—sixteen or eighteen years—the 
reserves accumulated from such a big unit would allow provision for com- 
pensation at a much lower age than 65. That is a necessity which sooner or 
later has honestly to be faced—whether the plan is to be public, private or 
both. 

12. A public contributory pension plan combined with high income or in- 
heritance taxes on large estates presents one feasible method of helping to get 
a better distribution of national income in terms of industrial consumer use 
rather than in terms of new capital use. If we should ever come to a public 
contributory pension plan combined with a heavy income and inheritance tax 
on the higher income brackets, it would provide an economic and legal method 
of helping to get a better distribution of national income in terms of con- 
sumer use by those retired prematurely and normally. And it would mean, 
of course, that income going for new capital would be proportionately reduced 
while consumer purchasing power would be increased. 

13. I follow that with this proposition: Some shift in the ratio of an- 
nual national income from capital uses to consumer use is probably desirable as 
broadening the effective public purchasing power and reducing the present 
unwholesome tendency to an over-expansion of capital equipment. Those who 
have been at all inoculated, as I myself have, with the teachings of Foster and 
Catchings, in which they have analyzed the need for a widely distributed flow 
of purchasing power, know why I make this proposition. The assumption 
and intention is definitely that some further shift along this as well as other 
lines, which will bring greater purchasing power into the hands of wage earn- 
ing consumers and their aging dependents is desirable. And it inevitably 
means accelerating the whole productive process by increasing demand. This 
would help to correct the serious danger of capital over-expansion which 
threatens if it is not already present. 

14. From all of this we may draw the conclusion that the retirement 
problem requires eventual attack in two directions. First, it involves drawing 
on the capital resources of the community at large by legal means, thus in- 
creasing the proportion of national income used in consumption. It seems 
to me that a treatment of this problem that does not go into this fundamental 
aspect of it, and supply a new source of income for the aged manual working 
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group, as a basis of liberating both purchasing and producing power, will not 
be a fundamental one. That is, of course, not to be done independently of 
every effort to increase productivity and the total national income. 

Second, all of this is not to be done exclusively of or apart from the 
work each corporation can and should do in the intelligent utilization of people 
of the higher ages. 

The problem is not unsolvable and not one that should leave us hopeless. 
3ut one difficulty today is the reluctance of public pension bodies, such as the 
Commission working in New York State right now, and of people like our- 
selves, to face the bigness, the difficulty and the realities of the problem. A 
pension plan, private or public, which starts at 65 or 70 years of age, touches 
only the fringes of our problem. The sooner we honestly and fearlessly face 
that fact, the quicker we shall come to grips with the reality of the problem 
of the prematurely retired. 

If we will all be realistic about the nature of the problem and realize that 
the prematurely retired are as vitally a part of it as those normally retired, we 
shall be on the road which certainly is not hopeless unless we muddle along 
and do not see the kinds of people and the universal coverage of the people 
for whom provisions must be made. 

Mr. E. S. Cowprick: I should like to challenge some of the propositions 
advanced by Mr. Tead, particularly his suggestion that the proportion of the 
national income which is devoted to consumption ought to be increased in 
relation to the proportion that is devoted to capital investment. Regardless 
of the theoretical correctness or incorrectness of that proposition, I frankly 
do not see how it is going to be done. I should like to hear a further 
elucidation of the idea. 

Wages, from which the greater part of consumptive income is directly 
or indirectly derived, seem to be fixed by economic conditions quite apart 
from this subject under discussion. Even though we might conceive for 
the sake of argument, that a larger proportion of the national income ought 
to be paid in wages and a relatively smaller proportion ought to go into 
capital investment, how is it going to be done? Moreover, if the proportion 
paid in wages is increased, how are we going to be assured that a reasonable 
part of this increase will go into provision for retirement, either actual or 
premature, and not simply into a further advance in the standard of living, 
which will make provision for retirement more expensive than it is at present? 

Mr. Teap: Out of our national income today, about 60 per cent goes 
each year for wages and salaries, 40 per cent for royalties, rents, interest, 
dividends, etc. My proposition is by no means a novel one—it is a general 
line of attack which has been made familiar by the social legislation of 
Europe, although that supplies no essential reason we should follow it. But 
I am not talking out of my own personal desire—but from known experience. 
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That experience is along this line: That the high income bracket groups 
and the high inheritance tax groups must eventually, as they do in Europe, 
bear a larger proportion of the taxation, Federal and State, than they now do. 
Which means income (which is purchasing power) is taken away from pos- 
sible capital use by as much as it is taxed away, is put into the hands of 
Federal and State treasuries; and there it is available to be released for 
various and sundry public purposes. 

Eventually such taxation may be accompanied by a scheme of social legis- 
lation by which use is made of some of this socialized income in pension 
provisions, which means directing it to consumer uses. This same thing is 
now being done in Europe with respect to pensions, widows’ pensions, and 
life, health and unemployment insurances. This re-distribution of a fraction 
of the national income helps to keep the wheels of industry going by assuring 
consumption as these non-earning groups buy goods. 

Regarding the possibility of there being over-development of capital outlay 
and equipment in this country—I only know that Mr. Cowdrick and I work 
near each other, and whenever I go down to his part of town and see anybody 
else but himself, namely my banker friends, they are frequently telling me 
about the difficulties of getting ways of using, investing and directing the 
enormous funds in New York banks available for investment purposes. 
That is not statistical evidence and I do not submit it as such. But my impres- 
sion was that the present over-development of capital in certain industries 
had become an economic commonplace. 

I have a very clear impression from my association with some of these 
bankers that the wise direction of and the over-supply of capital is a serious 
and genuine problem. I propose to help them solve this problem in the 
direction suggested ! 

Mr. G. E. Autt (Woodward Fondiller & Ryan): I am very much 
interested in Mr. Tead’s point with regard to the short-comings of the fre- 
quently adopted provision for the retirement of all employees at a fixed age, 
such as 65, or within a narrow range of ages. Actual experience indicates 
that, even in the same industry, individual employees pass from the period 
of productive employment into that of non-productive employment at widely 
different ages. Some become obsolescent at relatively young ages such as 
45 or even younger. They are not in any sense disabled in accordance with 
the usual disability provision and hence do not qualify for disability benefits. 
Others are able to continue on a productive basis until 70 or 75 and even 8o. 
If a high retirement age is adopted, the pension plan becomes ineffective in 
weeding out those employees who have already passed the productive stage. 
The particular industry is thus left with a substantial concealed pension cost. 
On the other hand, the adoption of a low retirement age is very likely to 
make the pension plan unnecessarily expensive by permitting the early retire- 
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ment of many employees who otherwise would continue in service with profit 
to the employer. 

It is a function of continuous management to see that each employee is 
retained in service as long as he may be productively employed. In many 
instances this period may be lengthened through carefully planned educational 
programs whereby the employee approaching obsolescence is retrained in other 
work at which he is more productive. If the pension plan is to be economi- 
cally operated, the employee should be retired only as a last resort when in 
spite of retraining and transfer programs the concealed pension cost exceeds 
the pension payable. 

In order to determine the cost of a pension plan under such a procedure, 
it is necessary to make careful statistical studies of the particular industry to 
determine the extent of obsolescence at the several ages and thereby determine 
economical rates of retirement according to attained age. This naturally in- 
volves greater complexities than the adoption of a fixed retirement age. The 
added work is more than justified, however, by the economies effected through 
the resulting reduction in the direct pension costs and by the increased 
effectiveness of the pension plan in taking care of the employee who has 
rendered long and faithful service, but who can no longer be productively 
employed. 

About a year ago I made such a statistical study in connection with one 
of our industrial pension clients. The investigation covered all employees 
over 60 years of age. With the assistance of the company’s executives we 
determined how much each particular employee was really worth to the com- 
pany. Comparison with the salary actually paid enabled us to determine 
according to advancing age the average loss or concealed pension cost. We 
then computed the cost of a pension plan with a variable retirement age 
designed to retain the employee in service as long as he is able to render 
profitable service to the company. The resulting cost was less than 75 per 
cent of the indicated loss from inefficiency. This is probably a somewhat 
extreme case because of the unusual extent to which the company was able 
to retrain the employee approaching obsolescence and transfer him to other 
departments. It does serve, however, to indicate the importance of continuous 
management as reflected in carefully planned retraining and transfer 
programs. 

Mr. U. J. Lupren (Cheney Bros.): Our plant is located in a small 
town and is more or less set apart from the rest of the world. However, 
our older employees represent a very distinct problem, due to the fact that 
our turnover after ten years of service is approximately 11 per cent, which 
is accounted for principally by deaths and pensions. 

Mr. Tead has said that industry has some control over the number of 
employees who must be replaced because of chronic illness cases which do 
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not come under the regular pension plans. Due to the fact that our pension 
plan permits a pension on the basis of total disability to a man at age sixty- 
five and to a woman at age fifty-five, it offers a certain amount of flexibility 
so that our cases of chronic illness are necessarily those under these ages. 

Several years ago we became interested in the development of a pro- 
motion plan for younger men and immediately realized that it was necessary 
to prepare what might be called a demotion plan for the older men who had 
rendered years of valuable service and who had reached a point in life where 
it was necessary to transfer them to some other position; and in accordance 
with this plan we have not had the problem of being forced to lay off an 
older man. 

As soon as an older man begins to show signs of letting down on his 
production and quality as indicated from our records, or when the Medical 
Department notes the beginning of a physical change which may lead to 
incapacitation, a step is immediately taken to place him on a job that may 
prolong his useful working life. One of the obstacles we encountered was 
with men who were practically within the range of a pension and who felt 
that if they were demoted financially, their pensions, when granted, would be 
correspondingly lower. This obstacle was immediately met by promising 
them that their pensions when granted would be based on their average earn- 
ings for the ten years immediately preceding the demotion and hence the 
reduction in pay would have no effect on the pension. 

The next obstacle encountered was that some of the men could not afford 
to take the reduction in rates that the new job called for; hence a plan was 
prepared which we have called a Partial Pension Plan and which may be 
illustrated as follows: If a man has been earning 65 cents per hour and is 
being demoted to a job which could pay only 50 cents per hour, his rate 
would probably be fixed at 58 cents or 59 cents per hour, 50 cents of which 
would be charged directly against the department in which he worked for 
wages and the balance against the partial pension account. However, the 
employee would never be told anything about the partial pension, but would 
feel that he was being paid 58 cents or 59 cents per hour. 

It seems to me that if a definite plan of demotion because of physical 
disability is developed and the records are carefully gone over to indicate 
a falling-off in production or a change in physical condition, and that this plan 
is combined with the partial pension arrangement, many cases that are now 
confronting industry would be very easily taken care of. This would permit 
a man to prolong his useful life, thereby reducing the cost of pensions and 
also eliminating the necessity of forcing a man to accept a pension. This has 
been found by many industries to be a practical situation, because the average 
individual hates to admit that he is through and is not generally in a receptive 
frame of mind to accept a pension. 
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